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MNovember 3, 1998

F
United States Departinent of the Interior NQV 0 @ 137
Minerals Management Service d9-0y2.~
Royalty Management Program Lt glgg;:_;tf:nw-u o

—_——

Sixth Avenue and Kipling Street
Denver Federal Center
Denver, Colorado 80225

Attention: Mr. Greg Kann

Re: FREEDOM OF INFORMATION ACT REQUEST

Qur File No. 78460.211

Dear Mr. Kann:

This law firm is representing Shell Offshore Inc. (“Shell”) in connection with Shell’s
appeal of an order issued by the Minerals Management Service (“MMS"), dated September 21,
1998, pertaining to Shell’s payment of royalties on production from the Auger platform (the
“Order™). A copy of the Order is attached hereto. Pursuant to the Freedom of Information Act, 5
U1.§.C. § 552, and the provisions of 43 CFR § § 2.11 et seq., on behalf of Shell we request copies
of the documents described below.

These documents are being requested for commercial use. This law firm agrees to pay all
fees chargeable under the regulations, 43 CFR § 2 20, for locating, reproducing and mailing the
requested documents. However, if such fees exceed, or are anticipated to exceed $700.00, pleasc
call me at (504) 556-4131 before you proceed any further with responding to this request.

For purposes of the following requests, (a) the term “document” means all written or
recorded material of any kind or character in your possession, custody or subject to your control,
or within your knowledge, including, without hmitation, documents, statements, letters,
correspondence, papers, telegrams, memoranda, notes, records, reports, studies, interoffice
communications, calendar and diary entries, microfilm, bulletins, electronic mail, circulars,
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work sheets, any notes or wntmbq pertaining to any meetings, oral or telephone communication,
surveys, g aphs, siaiisiics, tables, any computer print-outs, photographs, rules, regulations,

opinions, orders, dircctives, mterpretatmns procedureb bmdelmes manuals, and all other
aocumemary matenal UTILIUU][lg maicnal traisiiited and/or stored glectio uulua.u_y ), uu..-]:uuulE, Nnoi-
identical copies (whether different from the original because of any alterations, m;u:::?I cnommfnts;
or other matenal coniained thereon or dl[duleu iereio v ULllUlWlbU aiid whether a drafl of final
version); (b) the term “relating to” and il8 cognates means to make a statement about, set forth,
refer to, discuss, describe, reflect, identify, deai with, consisi of, explain, Comprise, o it aily way
pertain in whole or in part, directly or indirectly, to the subject.

Pleasc separately identify which documents arc responsive to which of the following
requesis

nic ralata (0 the iesuance oof the Order inr‘lndimr (but not limited t(ﬂ the
records, documents, workpapers, correspondence notes, drafts, guldelmes manuals, mstructions,

Loodbale panarts anininne  studice and maotariale nrucnqqnd annllpd annﬁer examined
BACRL LN BNV TIN LJ.‘ 1 \'FUI \-J, \..Fj-ll-l-l-l-l.!.lll.'7 TR kb Rbd il W AR A LARRARrL mRRLLd rr uuuuuuuuuuuuu

reviewed, created, relied upon, and/or referred to by MMS audltors, personnel, representatives, or

P T ]
Wi plicues,

ARln 3.
I\Cl..l LlC\l N L

AI‘.}’ communications during the neriod 1/1/8R to the present hetween the MMS and any

federal Quter Continental Shelf lessee concerning royalties assomated with flared or vented gas.

Request No_ 3:

All documents relating to MMS interpretations, policies, practices, procedures or

_e[hndgl@gics .r_\f_-.rta_ining tn 30 CFR § 250.175(3)(1)(]997} (rcdesignated as 30 CFR

§ 250.1105(a)(1) (1998)), including (but not limited to) such documents pertaining to the words
“emall valumes” and “gggggmic@_l!y recovered " as those words are used n the regulation.

Reauest No. 4:

All documents relating to MMS interpretations, policies, practices, procedures or
methodologies perlaining 1o 30 CFR § 202.150(c)(1997), including (but not limited to) such
documents pertaining to the words “avoidably lost or wasted,” as those words are used in the
regulation,

Request No. 5:

All documents relating to MMS interpretations, policies, practices, procedures or
methodologies pertaining to 30 U.S.C. § 1756,
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g gtatemente contained in the Order

The Rate Control [Init in the Gnlf of Mexico OCS Regional
Headquarters has consistently treated vent rates of less than about
50 Mcf per day as uneconomic to recover It rates over 50 Mcf
per day are found, the Rate Control Umt rcquircs the operator 1o

avhmit nr-nnnn'n.r .an"a‘\uﬂt! tn QI’\F\“J '”’l'.:lf fl‘u’-‘ g Y lt. llT\Pl’"ﬁﬂl'\TﬂH" 'I'ﬂ

CLILAILILL R

recover. In the pa‘.l the highest vent rates determined to be

s trara in tha 100 fr‘\ an r\ﬁr‘f‘rnﬂnﬂq
Tit e = =

FoYald
RPL AN/ PRI RLE FY AL w LlA RARW & W

Y our response should inclnde, but not be limited to, copies of any communtcations between MMS
and offshore operators relating to the matters discussed in the above-quoted language.

Reouest Na. 7

To the extent not otherwise responsive 1o the foregoing requests, any communications
between the MMS and any federal Outer Continental Shelf lessee concerning NTL-4A (published

at 44 Fed. Reg, 76600, 12/27/79).

Please acknowledge your receipt of this letter by noting the date and time thereof on the
enclosed copy of this letter and returning that copy to me in the enclosed envelope. Thank you

for your assistance in this regard.
Respecttully submitted,

'(‘}IWM?MM.. W‘v—b’”

Jonathan A. Hunter
Attorney for Shell Offshore Inc
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Shell Oil Company

Attention: Ms. P. A, Lallinger

Manager, Federal Royalty Administration
Shell Services Company

701 Poydras Street _

One Shell S5quare - Room 725

New QOrleans, Lousiana 70139

{rentlemen:

ORDER TO PERFORM RESTRUCTURED ACCOUNTING
AND TO REPORT AND PAY ADDITIONAL ROYALTIES

The Minerals Management Service (MMS) orders Shell Oil Company (Shell) to caleulate and pay

royalty on avoidably lost gas vented from dry and wet tanks on the Auger Platform for the period
from Apnl 1994 through the present,

What is the hasis for this order?

We based our determination on an MMS analysis of unauthorized and unreported flaring from the

Anger Platform, and information that Shell nrovided 1o MM in a meeting on Septambar ©, 1008
30 Septamber @ 1008

sl u.a 4 kip JITELY

Q
visited Auger on August 26 and 27, 1998, to review the flaring records The records did
a

aae unhimaen fram tha Al fanbao '—T!\‘!’!lﬂ!rﬂr‘ Qhall han mru-m. Amrbiemand that tha saviesn Pkl
fuyvtef TAAALALLILAL RARSEL LIRS RFLL LALLILILR, U"UI, FARRLrLY B EREAY WML TR LEA R h LA L LALYs JMLTFLEN A0, W1

n ]'nl\r 17 IQQR MMS r\Af@ﬁnﬂnl nhaaryed nﬂhﬂg nn the Annv.a-r' Platfnr An MARA

the gas vented from the oil tanks.

The Auger Platform came on production in Apnl 1994, The facilitics on the Auger Platform process
oiily production from Auger. Frow inifal produciion, facilities ou Auger have been unabie to handie
all low-pressure gas released from the wet and dry oil tanks. As production rates increased, flaring

alau g caontd.
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Shell il Company

What is vour position an the issue?

Shell contends that, relative to total production at Auger, the 6,000 Mecf per day vent rate is small
(about 6% of total equivalent energy produced and 2.0%0 of gas producedy. Further, Shell argues
economic unfeasibleness, stating that a2 $10 million expenditure would be necessary to recover the

vented pas.

‘What is our _position?

From telephone conversations with Shell employees and the September 9, 1998, meeting, we
determined that Shell is venting about 6,000 Mcf per day. We also confirmed that Shell made no
attemnpt to notify MMS or request approval to flare. 1o addition, we determined that Shell was not
reporting any of the vented gas on its Oil and Gas Operations Reports (OGOR), Part B, In fact, Shell
stated it has removed the meter initially installed on the vent line from the o1l tanks.

The estimate of royalties due on Auger gas vented (o date is in excess of 31 million.

Flarng of Vent Gas

Title 30 CFR §250,175 (a) (1997) states, nn part;

Lessees may flare or vent oil-well gas or gas-well gas without receiving prior approval
from the Regional Supervisor only in the following situations:

{1} When pas vapors are flared or vented in small volumes from storage vessels or other
low-pressure production vessels and cannot be economically recovered. * * *

The Rate Control Unit in the Gulf of Mexico OCS Regional Headquarters has consistently treated
vent rates of less than abaut 50 Mcf per day as unecanamic ta recaver. If rates aver 0 Mcf per day
~ are found, the Rate Control Unit requires the operator to submit economic analyses to show that the
gas 18 uneconomic to recaver. In the npast, the highest vent ratee determined fo be unaconomic wars

1n the 100 to 150 Mcf range, The venting at Auper iz 40 to 60 times this range,

Shell contends that a 6,000 Mef per day vent rate is siall lelauvr.. to total production from Auger,
T-Tnumu:.w 1“ r"T-'«'D '.an 1'7"-‘ l'-:\ f]'\ __rgfe_rs un "nmu" Trnlnmnnln l‘lﬂt Smﬂ.!! 't'C!“fHCG :'C!iif.i'v'ﬂ tﬂ t..-:t.-.‘!
pmductmn_

Reporting

Since the start of production at Auger, Shell apparently has not reported any of the gas vented off
ihe uit tanks on the OGOR-B. Sheli ciaims that only flared gas must be reported on the OGOR-B
However, the Production Accounting and Auditing System handbook clearly requires that all flared
and vented gas be reported on the OGOR-B
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What mipst van do under fthis arder?

i vl wur u .-

T'n camnly wath the reornlatinne vons are ardarad tn dan the (hllownne wnthin 30 dave nfrapaminma thin
L0 COompY WL DG regiuallong, you are O 00 the lalliwng wiiinn 3¢ g oirecening tols

fetter:

1)  Calculate, report and pay royalties on gas vented from the Auger platform for April 1954

thrnrioh nrecant
IO gN present,

M MNanin ranartine and navuma rasmliiac An srantad rac in arcardanma vinth RAALSO V0 s
ey LAtefolll LWEA L ULy WLLIL AU JAldfy LW FUAILESAS WA Il ¥ Wwhibhits bl dhl Wt/ if L VLI WY ALLL AVLIVLLY 3 l\-}‘:,ulﬂl“”l'ﬁl

How do you repert and pay?

We recommend that you report and pay electronically, When paying, please
. Utze procedures outline in 30 CFR Part 218 (1997).

. Use adjustment reasan code 41 on form MMS-2014.

. Call (800) 525-0309 for assistance In reporting and paying.

If you do not report and pay electronically, please see Enclosure for a green Form MMS-2014 with
insiruciions.

Will you owe late payment charges?

After we receive payment, we will compute late-payment charges and bill you as required by 30 CFR
§218.150 (1957).

What are the audit smndards?

Our audits follow generally accepted government auditing standards set by the Comptroller General
of the United States and published in Government Auditing Standards (1994 Revision). We include

such tests as we judge necessary under the circomstances.

What if you do not comply with this order?

We may assess civl penalties if you do not comply with the Federal Oil and Gas Royalty Management
Actof 1982 (F()GRMA\ or any related statte, rf-mllmmn rule, nrrlo-'-r ar anﬂf Wa nra authorizad
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to make such assés;sfnents by Section 109 of FOGRMA and 30 CFR §241,51 (1997). Under 30 CFR

h’MT 51, we may rpcmrd your nnnrmnnlmnr‘p ag a vinlation and aseess vou un o ‘{:‘1 000 ner rivm for
each wolatlml. Ifwe consnder the vmlatmn willful, the daily penalty is $10,000 for each vmlatmn.

You must keep all documents supporting your compliance with this order until we complete onr
Fnllnw_nn teating ff' vou have nat nf-rf'nrmf-rl rhf- ranrPd accounting or nay fiturs rovalties in

oron

Vean ran apnaal thie arder under 30 CFR Part 200 {1007 TFuan appaal nre may suspend the order

under 30 CFR §243.2 (1997). You must file your notice of appcal ‘within 30 days of recetving this

nrder with:

Frasma Gonzales Chief’

Mmt,rals Management Service

T.‘ r\1r¢||hr MAanaoaniant Mrnoram ITTh
ST A YA T LA R A S R

4141 N. Sam Houston Pa_rkway E., Suite 202

J s Y Y T rern o a4
l1\\.-l|\.-|-€.‘l|.,l.all.l1 1 ALY l .I'U h’.."_)u"t_l

FAX: (281) 987-6808

irat if you have gquesiions?

I you have questions, piease call Erasmo Gonzales at (281) 987-6802.

Sincerely,

WM

Lucy @herques D
Associate Dlrectm fc:r
Royalty Management

Enclosure
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